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SUBJECT: EURATOM/CANADIAN PROBLEM 

1 . ON FRINGES OF AMBASSADOR'S DINNER DECEMBER 22 FOR NRC 
CHAIRMAN ROWDEN, EUROPEANS GAVE US THEIR VERSION OF CURRENT 
NEGOTIATING IMPASSE WITH CANADIANS. THEY CONFIRM THAT 
CANADIANS STATE THEY WILL CUT OFF FLOW OF NUCLEAR MATERIALS 
AND TECHNOLOGY TO COMMUNITY AT YEAR END UNLESS, AS IS NOW 
UNLIKELY, AGREEMENT IS REACHED. IMPACT OF POSSIBLE PUBLIC 
CANADIAN STATEMENT SETTING FORTH THEIR REASONS FOR CUTOFF 
COULD ALSO HEIGHTEN US DEBATE ON ISSUES. 

2. EUROPEANS SAY THERE ARE THREE REMAINING DIFFICULTIES 

IN REACHING ACCORD ON THE NEW AGREEMENT. THE FOLLOWING IS 
AS RELATED BY EC OFFICIALS TO US: 

A. THE FRENCH PROBLEM - CANADAIANS REQUIRE ALL EXPORTS OF 
SENSITIVE MATERIALS TO BE UNDER IAEA VERIFICATION. FRANCE, 
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BEING A NON-NPT COUNTRY, DOES NOT ACCEPT THIS. THE FRENCH 
MAY ACCEPT THIS CONDITION EVENTUALLY, BUT ONLY A CASE- 
BY-CASE BASIS WHEN FRANCE FINDS IT NECESSARY BECAUSE OF A 
NUCLEAR TRANSACTION TO ACCEPT VIENNA SAFEGUARDS. FRANCE 
SAYS THEY HAVE NO PRESENT INTENTION OF BUYING ANY CANADIAN 
MATERIAL DIRECTLY, BUT THE PROBLEM WILL ARISE WHEN OTHER 
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EC COUNTRIES WISH TO TRANSFER CANADIAN-SOURCE MATERIAL TO 
FRANCE (E.G. FOR REPROCESSING). EUROPEANS ARE CONFIDENT 
THIS PROBLEM WILL BE SOLVED BY FINDING A FORMULA THAT 
POSTPONES THE PROBLEM UNTIL AN ACTUAL CASE ARISES. 

B. CANADA WANTS A PROVISION IN THE AGREEMENT THAT WOULD 
PROVIDE FOR AUTOMATIC INCORPORATION OF ANY NEW DEVELOPMENTS 
IN THE FIELD OF INTERNATIONAL SAFEGUARDS. EUROPEANS CANNOT 
ACCEPT THIS SINCE (1) IT IS NOT CLEAR WHO WILL DECIDE WHEN 

A NEW DEVELOPMENT IS ACTUALLY A REAL ONE, AS OPPOSED TO A 
PROPOSAL AND (2) IT DOES NOT RECOGNIZE THE NEED FOR DIFFERENCES 
IN STANDARDS OF SAFEGUARDS REQUIREMENTS IN DIFFERENT PARTS 
OF THE WORLD. 

C. LONDON SUPPLIERS GROUP GUIDELINES. WITH RESPECT TO RE- 
TRANSFER, CANADA INSISTS THAT ALL REPEAT ALL NUCLEAR INFORMA- 
TION, WHETHER OR NOT RELATED TO REPROCESSING OR ENRICHMENT, 

BE SUBJECT TO APPROVAL OF THE ORIGINAL EXPORTING COUNTRY. 

THEY CONSIDER THE GUIDELINES LIST TO BE THE MINIMUM 
ACCEPTABLE, WHEREAS MEMBER STATES CONSIDER GUIDELINES TO 

BE CEILING FOR BILATERAL AGREEMENT. OF WORSE CONSEQUENCE IS THE 
CANADIAN REQUIREMENT THAT FOR ANY SENSITIVE TECHNOLOGY 
TRANSFERRED, ANY SIMILAR TECHNOLOGY, EVEN IF INDEPENDENTLY 
DEVELOPED WITHIN THE RECEIVING COUNTRY (E.G. HEAVY WATER 
PRODUCTION), MUST. FOR A PERIOD OF 20 YEARS, BE CONSIDERED 
TO BE CANADIAN TECHNOLOGY AND THEREFORE SUBJECT TO 
APPROVAL PRIOR TO EXPORT. PROBLEM IS REAL ONE SINCE CANDU 
REACTOR MIGHT OTHERWISE BE LICENSED TO ITALY. 

3. SOURCES EXPRESS ANNOYANCE WITH CANADIAN NEGOTIATING 
TACTICS ALLEGING THAT AGREEMENT HAD BEEN REACHED 
SEVERAL TIMES ONLY TO HAVE NEW INSTRUCTIONS ARRIVE FROM 
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OTTAWA PUSHING FOR ADDITIONAL CONTROLS. THEY ALSO SAY. 

CONTRARY TO VERSION FROM OUR CANADIAN SOURCES. THAT WHEN 
COMMISSION PUT MATTER BEFORE MEMBER STATE NUCLEAR STUDY GROUP 
IT WAS TO OBTAIN GOVERNMENT REACTIONS AND THAT THERE HAD BEEN 
NO COMMISSION RECOMMENDATION FOR APPROVAL. 

4. STATUS OF COMMUNITY IMPLEMENTATION OF IAE A-EURAT OM 
VERIFICATION AGREEMENT IS ANOTHER COMPLICATION. 

5. EUROPEANS ALSO POINT OUT THEY THINK CANADIANS WOULD 
IMPORT MORE NUCLEAR TECHNOLOGY FROM EC THAN THEY EXPORT 
AND RESULTS OF RECIPROCAL AGREEMENT ALONG LINES CANADIANS 
PROPOSE COULD HURT CANADIAN NUCLEAR DEVELOPMENT. HINTON 
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